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SUBJECT: URUGUAYAN APPREHENSIONS OVER POSSIBLE U.S. ACTIONS IN 
INTERNATIONAL FINANCIAL INSTITUTIONS 

REF: (A) 76 STATE 289636, (B) DEPARTMENT MEMCON OF 12/2/76 OF 

GRUNWALD-PEREZ CALDAS CONVERSATION ON PROPOSED IDB FISHERIES 
DEVELOPMENT LOAN FOR URUGUAY, (C) 76 STATE 285497 

SUMMARY: 

THE U.S. HAS REPEATEDLY, AND AT THE HIGHEST LEVELS OF GOVERNMENT, 
TOLD URUGUAY THAT THERE WERE NO POLITICAL CONSIDERATIONS IN OUR 
OPPOSITION TO USE OF DIB SOFT LOAN (FSO) FUNDS TO FINANCE PART OF 
A PROPOSED URUGUAYAN FISHERIES PROJECT. NOW THE WIRE SERVICES REPORT 
THAT REP. GILLIS LONG HAS STATED THAT OUR OPPOSITION STEMMED FROM 
POLITICAL OBJECTIVES. THIS HIGHLIGHTS THE NEED FOR CONSISTENCE AND 
FOR ADVANCE COORDINATION WITH THE EMBASSY WHEN ISSUES CONCERNING 
ACCESS TO INTERNATIONAL AGENCY DEVELOPMENT FINANCING ARISE. END 
SUMMARY. 

1 . THE GOU IS UNCERTAIN OVER THE EXTENT TO WHICH THE U.S. MAY 
CARRY ITS PRESSURES ON HUMAN RIGHTS INTO INTERNATIONAL FINANCIAL 
INSTITUTIONS. THAT UNCERTAINITY LEADS TO A READING OF SUCH MOTIVA- 
TION INTO ALL USG ACTIONS IN THESE FORA. THE RESULT IS TO LESSEN 
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OUR CREDIBILITY EVEN IN THE FACE OF DENIALS OF SUCH A BROAD APPLICA- 
TION OF HUMAN RIGHTS PRESSURES IN WASHINGTON AND TO LESSEN OUR 
ABILITY TO INFLUENCE GOU POLICY CONSTRUCTIVELY. RECENT EVENTS 
ILLUSTRATE THIS. THEY ALSO HIGHLIGHT THE NECESSITY THAT THE 
EMBASSY BE INFORMED OF POSITIONS TO BE TAKEN IN THESE FORA IN 
ADVANCE AND THAT OUR POLICY BE CAREFULLY DELIMITED. 
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2. THE U.S. HAS REPEATEDLY DENIED THAT POLITICAL CONSIDERATIONS 
WERE THE BASIS FOR OUR REJECTING USE OF THE IDB'S SOFT LOAN (FSO) 

FUND AS PART OF THE FINANCING OF A FISHERIES DEVELOPMENT PROJECT 
RECENTLY CONSIDERED BY THE BANK. REFERENCES (A), (B) AND (C) ALL 
REPORT CONVERSATIONS IN WHICH AMBASSADOR PEREZ CALDAS WAS ADVISED 
BY DEPUTY ASSISTANT SECRETARY GRUNWALD AND ARA/ECA DIRECTOR ZIMMER- 
MAN THAT THE U.S. POSITION WAS BASED ON PURELY TECHNICAL GROUNDS. 

THOSE GROUNDS WERE THAT PROSPECTS FOR THE COMMERCIAL VIABILITY 

OF THE FISHING OPERATIONS MADE FSO FUNDS INAPPROPRIATE AS A MATTER 
OF THE IDB'S OWN POLICIES ON SOFT LOAN FUNDS WHICH THE U.S. 

STRONGLY SUPPORTS. NOW THE MARCH 1 MONTEVIDEO PRESS HAS CARRIED 
A UPI WIRE ARTICLE QUOTING REPRESENTATIVE GILLIS LONG, CHAIRMAN 
OF THE SUBCOMMITTEE ON FOREIGN OPERATIONS OF THE HOUSE APPROPRIA- 
TIONS COMMITTEE, AS SAYING THAT THE U.S. REFUSED TO VOTE IN FAVOR 
OF LOANS TO URUGUAY FROM THE IDB'S FUND FOR SPECIAL OPERATIONS FOR 
POLITICAL REASONS. FOR THE GOU THIS CONTRADICTS OUR RECENT SPEC- 
IFIC DENIALS. 

3. THIS EMBASSY SUBSEQUENTLY LEARNED FROM GOU SOURCES THAT THE 
U.S. EXECUTIVE DIRECTOR ON THE IDB ASKED IDB PRESIDENT ORTIZ MENA 

TO PRESS THE URUGUAYAN REPRESENTATIVE TO HAVE HIS GOVERNMENT RESTRUC- 
TURE THE LOAN TO ELIMINATE THE FSO COMPONENT IN THE FISHERIES 
LOAN. THE URUGUAYAN REACTION WAS PREDICTABLE - THE LOAN REQUEST 
WAS WITHDRAWN AND THERE REMAINS A LINGERING SUSPICION OF U.S. 
EXPLANATIONS OF ITS POSITION. THE EMBASSY WAS UNAWARE OF THE RE- 
PORTED INTERVENTION OF THE U.S. EXECUTIVE DIRECTOR WITH ORTIZ MENA 
ON THIS MATTER AND, CONSEQUENTLY, WE WERE NOT PREPARED TO DEAL 
WITH LOCAL REACTIONS. DESPITE OUR OFFICIAL POSITION THAT U.S. 

OBJECTIONS TO USE OF FSO FUNDS FOR THE PROPOSED FISHERIES LOAN 
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WERE PURELY TECHNICAL, THERE REMAINS A WIDESPREAD BELIEF THAT OUR 
POSITION WAS POLITICALLY MOTIVATED, AND CONGRESSMAN LONG'S STATE- 
MENT FORTIFIES THIS. 

COMMENT: 

NOW THAT THE GOU HAS FORMALLY REJECTED NEW BILATERAL ASSISTANCE, 

IT IS INCREASINGLY DEPENDENT ON MULTI-LATERAL ASSISTANCE AND WILL 
BE EXTREMELY CONCERNED WITH U.S. ATTITUDES TOWARD SUCH ASSISTANCE 
TO URUGUAY. IT WILL BE WATCHING CAREFULLY THE ACTIONS OF U.SWT 
DIRECTORS ON THE BOARDS OF THE IDB, IMF, AND IBRD AND UNDER CUR- 
RENT CIRCUMSTANCES WILL LIKELY INTERPRET ANY USG OBJECTIONS OR 
CRITICISMS OF ASSISTANCE REQUESTS TO HAVE BEEN POLITICALLY MOTIVA- 
TED BY HUMAN RIGHTS CONSIDERATIONS, NO MATTER WHAT OUR EXPLANATIONS. 
THEY HAVE REASON FOR CONCERN OVER THE LIMITS TO WHICH WE PRESS 
THE UU.S. CASE ON HUMAN RIGHTS IN MULTILATERAL AGENCIES 
WHEN SPECIFIC DENIALS AND EXPLANATIONS ON A KEY IDB ACTION OF IM- 
PORTANCE TO URUGUAY'S DEVELOPMENT ARE UNDERCUT BY APPARENTLY INAC- 
CURATE STATEMENTS ON OUR POLICIES IN THE CONGRESS. THIS ONLY 
HEIGHTENS THE EMBASSY'S NEED TO BE INFORMED FULLY IN ADVANCE WHEN 
ACTIONS ARE TAKEN WHICH AFFECT OUR RELATIONS WITH URUGUAY. THE 
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EMBASSY HOPES THAT ALL EFFORTS WILL BE MADE TO DEFINE CAREFULLY 
OURPOSITION IN MULTILATERAL FORA AND ITS LIMITS TO PERMIT THE 
GOU TO MAINTAIN - AS IT CLEARLY HOPES TO MAINTAIN - A BASIS 
OF LONG-TERM UNDERSTANDING WITHIN WHICH CURRENT U.S. PRESSURES ON 
HUMAN RIGHTS ARE MOST LIKELY TO BE EFFECTIVE. 

SIRACUSA 
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